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How Have Pamilies with Children Been Faring?

Introduction

This papor presen y factual basis with uhic\h to evaluate changes
in the incomes of famil_as with children during the recent past. Ve sna-
lyse changes not only in family income on average, but also in incomes a.t
a variety of positions along the ‘ncome distribution; we provide com-
parisons of current and past economic performance; and wo examine the
changing sources of family income.

Becsuse averages summarise the diverse experiences of all families,
they cbscure the wide variety of indiv.dusl experiences. Average family
ir ‘:me can increase, even though the incomes of a majority of families

.ne, if the incomes of the minority increase sufficiently. An
increase of this nature may be percaived wery differently than a smaller,
but widely shared, improvement in income. Furthermore, one's evaluation
of two such divergent cases may depend upon which families gained and
which lost. If the minority that experienced large income i .:reases con-
tained the poorest families, one's evaluation might diff( * from the case
in vhich the richest families gained. As a result, this study focuses on
changes in family income both on aversge and at a variety of positions
along the income distribution.

The secoad issue we emphasize is the contrast between current and
pa;t economic performance. A suall annual growth mte, even if it i»
sustained over a long period, may be perceived as .msetisfactory if it

follows a period of even higher sustained growth iates. Thus, although
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the focus f this study is on the 1967-1984 period, we also provide com-

parisons with the experience of the prior two decades.

We do not analyse ysar-to—~year income ‘fluctuaiions, or even fluc-
tuations over relatively short periods of years, because of our interest
in long-run changes in family income. Although incomes may grow rapidly
in the short rum as tne economy recosers from recession, the relevant
point of comparison is the relationship between family income in the
post-recession psriod and that in the pre-recassion period. It is true,
by definition, that post-recession incomes are, on average, higher than
they were during the recession.

The third factor wa consider in evaluating changes in the incomes of
families relates to changes in the sources of income. An increase in
income generated by higher wage rates has different implications from one«
gsnerated through increased hours of work--increased work reduces time
available for leisure and/or work in the home, whilo higher wages
increase incomes without reducing available time. This study emphasizes
two income sources which have become increasingly important in recent
years——the earnings of wives, which affect total family income as well as
time available for leisure and home activities; and government cash
transfers, which affect income without requiring additional work effort.

This study focuses on the following questions:

? How did real msan incomes for families with children change during
the 1967-1984 period? How did the experience of families in this
period differ from that of families in the prior two decades?

® How have poverty and income inequality changed? What has happened

to the differences among lower-income, middle—-income, and upper—
incomn familles?
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® Hcy have the sources of family income changed? What have been the
contributions of husbands' earnings, wives' earnings, snd govern=-
sent cash transfers?

Befors presenting detailed informaticn, ve provide a broad picturs
of changes in the econonic well-being of families.

Overview

To appreciate how the economy has performed in ths recent past, it is
useful to contrast this experience with that of the 1950s and 1960s. The
1949-1959 decade was characterized by moderate econcwic growth. The
average income of all persons (as measured by resl per capite disposable
fncome) rose in all but two years, achieving an annual resl grovth rate
of 2.0 percent. During the 1960s and early 1970s, economic growth acce-
lerated. Batween 1959 and 1973 there were fourteen consecutive years of
grovth in real disposable income per capita, averaging 3.6 percent per
year.

The high rates of growth of the 1960s and early 1970s have not been
sustained, however. During the eleven years from 1973 to 1984, real dh.-
posable income per capita dropped in three years—1974, 1980 and 1982.
The annual rate of real growth since 1973 declined to 1.9 percent, just a
1i{ttle more than half the growth rate of the 1959-1973 period.

Disposable income per capita provides an annual measure of aggregate
changes in average living standards. It does mot, however, provide the
Jetail necessary to examine trends in well-being for families of dif-
ferent types or trends in the sources of fanily income. The Census
3ureau does provide such data, which we use in this peper, but its defi-

aitions of income and of the family unit are different.l
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Despite these differences, the changas in average family income

reflected in the Census data are similar to the aggregate economic trends

discussed above. As disposable income per Ccapita increased, so did

average family income. The major exception i3 for the 1973-1984 period,

when disposable income per capita increased but mean family income

decreased.

We turn now to a brief summary of our major findings for families

with children:

A ) ] .
Q ficp JIAYB YOO 105

Average real income ircreased between 1967 and 1973 and declined
between 1973 and 1984. The increases were smaller and the
decreases larjger for femsle—~headed than for 'wo—parent families.
Mean real incomes in 1984 were below the 1967 lavel for female-
headed families but somewhat above the 1967 level for two-parent
families.

These income changes are in stark coantrsst to those of the
1949-1969 period, when incomes grew rapidly for all types of
families. In sddition, incoms growth rates for post-1967 cohorts
vers lower than they were for cohorts of similar ages during the
1949-1969 period.

The entire 1967-1984 period was one of rising income izequality,
with large income declines for the bottom 40 percent of families
and incoma increases for the top 40 percent. The msan income of
all quintiles was lower in 1984 than in 1973, This 1is in sharp
contrast ¢ the 1949-1969 period, when inequality declined
somevhat.

Poverty for families with children lms increased over the
19671984 period because of the growth in the number of f. e~
headed families, the increased incidence of low earnings among
sale heads of families, and the decline after 1973 in the real
value of cash transfers per pretransfer poor family.

The disappo’nting experiences of families over ths recent past
would have \een even worse had it not been for the increased
earnings of wives and of women heading households. Without those
earnings, the fsaily income increasss of two-parent families would
have been smaller and the income decreases of female~headed fani~
lies would have bdeen larger.

The earnings of wives raised msan family income, reduced pove:ty,
and increased the income shares of the bottom quintile. All of
these offects increased between 1967 and 1984.
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® Although the real lsve. and poverty-reducing effects of cash
transfers have declined ‘ince 1973, transfers still reduce poverty
significantly.

Ve now turn to a detailed examination of the data.

Recent Changes in Real Fanily Ircome

Pamilies with children, the subject of this study, constituts a
declining miuority of all households, but still account for a majority of
all perscns. TFor example, 45 percent of all households in 1967, but only
35 percent in 1984, contained a child under 18 yeurs of age. 3ecause
families with children contsin sore persons than the typical household,
the 35 perceat of housdholds in 198% who are the focus of this study
sccounted for 56 percent of all persons. We do not examine changes !n
income of single iudividuals, c_nildlou couples, and other living units
containing only adults.

Taken as a whole, the 1967-1984 period was one of economic stagna-
tion relative to the previous two decades, but experiences differed
widely in the 1967-1973 and 1973-1984 subperiods. Table 1 and Chart 1
shov mean family income in constant 1984 dollars for four selected years
for all families with children, and for subgroups defined by the number
of perents in the household and ths sex and race of the family head.?2 Ve
chose 1967 and 1984 because they are the sarliest and latest years for
vwhich comparable computer tapes are available from the Census Bureau's
annual March Current Population Survey (CPS). The intermediate years,
1973 and 1979, were two of the "best” years for family economic well~
being duri.: this period. Both were marked by lower unemployment rates

than surrounding years and both preceded severe recessions.
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Table 1

Mean Real Inoome of Mmmilies with Children and
Unmploment Rates, Selected Years, 1967-1984
(1964 dollars)

1957197319791900'@%

All Pam{lfes vith

Childeren $28,369 32,206 1,18 $£9,527 HI.N . +4.12
White 29,607 BAH 2,826 31,298 +H4i0 -7.6 +5.4
Black 17.m m.m m.m 18.” +16.4 =10.6 +#4.0
Hispanic na 23,2 2,778 21,663 na. 6.9 na. ~

All Two-Parent Femilies

with Children 30,19 3B,83 35,83 MNIH 478 =3.1 +14.1
White 20,963 36,276 35,976 N,954 417.2 =3.6 +12.9
Black 21,121 27,040 28,645 28,09 428.0 +3.9 +433.0
m u.a. ﬁm ﬂ.m 8,7” n.8. =-2.9 0.8.

All PFemle-Headed

Families with Chilaren 14,i84 14,371 14,50 13,257 4.3 =7.8 -6.5
White 15,83 15,853 16,016 M,611 0.1 -7.8 =7.7
M 10.819 11.619 11.710 10,522 +70‘ 9.4 .209

- Hispanic na. 12,175 1,23 10,50 n.a. -13.3 n.a.
Unssployment Rate Ixx 4.9 5.82 7.7  +%.9 +57.1 4#02.6

Saurce: Unless noted othenvise, all data in all the tables in this paper are from com-
putations 3y the authors from the computer tapes from the March 1968, 1974, 196G
end 1985 Qxrent Population Swveys.

n.a. = Not smilable; the Census Buresu did not bagin collecting anmuml data on persons of
Hispenic origin in the Grent Population Survey wmtil 1972.

lmuumo*(m-u--mm-n)/-mm—n.
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The 1967-1984 period can bes characterized by three trends. Average
{ncomes grew betweer 1967 and 1973, were fairly constant between 1973 and
1979, and then declined sharply in the eetly 1980s. Between 1567 and
1973 the mean income for all families with children increased by 13.5
percent. Increases for two-parent families ware larger, but there was
almost 0o income growth among female-headed families. The 1973-1984
period was one of declining real income for all types of families (the
only .ception being black tso-parent familica).

On average, families in 1984 were only slightly better off than thay
were in 1967. The 1984 mean income for all families with childuen,
$29,527, was 4.1 percent above the 1967 level, but 8.3 perceut below the
1973 peak. Similar trends ave evident for white, black and Hispanic
familiss. But femaie-headed families had lower real incomes in 1984 than
in 1367.

I1f the Census data accounted for direct taxes peid, most of the
modest real income gains shown in Table 1 for the 1967-1984 period would
become losses. These taxes have grown for almost all types of families
over this period, and their average growth excseded the 4.1 percemnt
income growth for all families. In addition, the percentage increases in
taxes have been larger for those at the bottom of the distribution than
for those at the top.3

® The 1967-1984 period was characterized by stagnant real incomes.

® Considering the rise in personal taxes over the period, the

typical family with children had a lower real income in 1984 than
in 1967.

11
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Desmographic Shifts and Differences in Real Family Income across
Demographic Groups

Vhile there are large differencos in the mean f{mcomes of white and
minority families, there are much larger d!.ffonn."i between male~ and
female~headed fsmilies of the same mace. In 1984 Black two-parent fami-
1ies tad adout 80 percent of the income of white two-par:nt families.

But the mean income for white fem.le-headed families was only about 40
percent of that of tvhite two-parent families and a little more than half
of that of black two-parent families. PFurthermors, the gzp bestween two~
parent and female-headed famiiies has widened over time.

At the same time that the economic position of female-headed families
vas declining relative to that of two~parent families, their relstive
numbers were increasing among whites, blacks, and Hispanics. Tatle 2 and
Chart 2 show changes in the mumber and composition of families with
childrsn. Because over 80 percent of all families with children are
headed by whites, trends for all families are dominated by the experien-
ces of whites.

The proportion of families headed by women doudbled, from 10.4 perceant
in 1967 to 21.3 percent in 1984. In 1984, two parents were present in
only 44,1 pofcent of all black families with children. Of the 7.1
nillion female family heads in 1984 (21.3 percent of the 33.3 million
fanilies), 22.1 percent had never been married, 64.3 percent were
divorced or separated, and 11.3 percent were widows. Thus, the vast
majority of children currently living in families headed by their mothers
previously lived in two-parent families which had, on average, much

highev average incomes.
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Table 2

The Composition of Faailies with Children, by Number of Parents
and Sex of Head, and the Number of Families, 1967-1984

1967 1973 1979 198+
All Pemilies with Children
Two parents 88.12 83.62 78.42 75.3%
Single parent, male 1.5 1.8 2.3 3.4
Single parent, female 10.4 14,6 19.1 21.3
Number (millioms) 29.0 3.1 32.2 33.3
Whits Fomilies with Children
Two ”“nu 90.9 87 o‘ 83.n 80.2
Single perent, msle 1.3 1.6 2.3 3.3
Single parent, female 7.8 11.0 14.7 6.3
100.0 100.0 100.0 100.0
Nu.b‘t (.1111”') 23 .5 26 .8 27 03 27 07
Black Families with Children
Two pareants 66.1 37.3 48.3 44,1
Single perent, mals 3.1 3.0 3.8 4,2
Single parent, female .30.8 39.7 47.9 31.8
100. 100.0 100.0 100.0
Number (millions) 3.2 3.8 4.3 4.6
Hispanic Families with Children
Two parents Qe Be 18.1 75.3 70.5
Singla parent, male 0.3, 2.1 2.8 4,0
Single psrent, female .8, 19.5 21.9 23.3
N.8. 100 .0 iOO 0 100. 0
Nuzber (millions) n.a. 1.8 2.3 2.8

Note: Because white, black, and Hispanics are not mutuslly exclusive
categories, the number of all families with children does not
equal the sum of the three groups shown. See footnote 2 in text
for details.

13
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The effect of iiase demographic changes is particularly important for
black-white income comparisons. [he income gap between black =zad white
two-parent families nrrrowed between 1967 and 1984--the black-white
income ratic for these families incrsased from .68 to .80. The income
gap between black and white femsle—headed families also marrowed during
this period—-their dlack-white incoms ratio rose from .68 to .72. Yet
the black-white ...~ ratio among all families with chi.dren was
unchanged, at .60, because of ths larger shift for blacks than whites
towsrd femule-headed femilies. White two-parent families declined from
90,9 to 80,2 percent of all white families with children, while black
two-parent families declined from 66.1 to 44,1 percent of all black fami-
lies witn childrin.

® Between 1967 and 1984, the shift toward femele—headed fasilies

lowered mean income for all families with childrem, particularly
for black families.

Long-Run Trends in Average Family Income

While the changes from 1967 to 1984 in family incomes are disap-
pointing in their own right, they are in sharp contrast to the rapid eco~
nomic grewth of the proceding two decades. Table 3 compares the average
anaual growth in real family income for the 1949-1969, 1967-1973, and
1973-1984 periods (the 1949 and 1969 data come from the decennisl
Censuses of 1950 and 1970). Tue two postwar decades sav rapid growth in
family ircome among both tio-parent and female-headed families with
children. Mean family fncomes grew by about 6§ percent per year. Between
1967 and 1973, growii: was about 3 perceant per year for two-parent fami-
lies and less than 1 percent for femsle-headed families. Growth per year

was negative from 1973 to 1984,

16
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Table 3

Average Annual Rate of Growth of Resl Pamily Income, 1949-1969,
Compazad to 1967-1973 and to 1973-1984

Annual Rate Annual Rate Annusl Rate
1949-1969® 1967-19730 1973-1984¢

All Pamilies with
Children 5.75% 2.25% -0,75%

White 5.00 2.34 -0.69
Black $.34 2.73 -0.96
Hispanic 5.88 n.8&. -0.63

All Two-Parent Families
'16[ mldrﬂl 6.17 2.96 .0028

White 6.18 2.86 =0,.33
Black 10.41 4.67 +0.35
Hispanic 6.39 n.8. -0.23

All FPemale-teaded
Families with Children 5.67 0.21 0,71

White 5.68 0.02 -0,71
Black 9.92 1.23 - =0,71
Hispanic $.02 NeBe -1,21

Source for 1949 and 1962 data: Computations by the authors from the com-
puter tapes from the 1950 and 1970 decennial Censuses.

Note: While the Current Population Survey did nmot collect information om
Hispsnic origin in 1967, the decennial Censuses did collect those

data.

8pefined as 100 x ((1969 real income - 1949 real income)/1949 real mon)
+ 20.

bpefined as 100 x ((1973 real income - 1967 real income)/1967 real income)
+ 6,

CDefined as 100 x ((1984 real income - 1973 real income)/1973 real income)
+ 11,

SIGISIRVAYS0D TE38 1 BEST COPY AVAILABLE




14

The data presenced thus far provide a snapshot of mean income for
fanilies of all ages in any year. Since a family's income generally
increases ». .t passes through its prime-earnings years, we presant data
on the incomes of cohorts of families at two different points in their
life cycle. Row 1 of Table & shows the mesn farily incomse in 1984
dollars for families with heads between the ages of 25 and 45 in 1949,
who were between the ages of 45 and 65 in 1969.% Members of this cobort
experienced rapid incoms growth as they matured—7.3 percent per year.
Those who were 25 to 45 in 1967, however, experienced only a 2.0 percent
per year incoms increase as they passed through their prime earnings
years between 1967 and 1984.

1f one reads dowa the columns of Table 4, the income stagnation of
the recent years is again apparent. Column 1 shows the incomes of fami-
1ies whose heads were 25 to 45 at different points in time. Those who
were 25 to 45 in 1967 were much bstter off than those who had been in
this age group in 1949--the mean income of this cohort had increased by
over 80 percent, from $14,733 to $27,047. Those who wers 25 to 45 1in
1934, however, were only slightly better off than their comparison group-
-their mean, $28,G73, vas only 3.8 percent above the mean of the 1967
cohort.

o Tamilies with children have fared poorly in the last 10 years,
particularly when that experience is contrasted with the rapid
grovth of the 1949-1969 period and the slower growth of the
1967-1973 period.

» This income stagnation is apperent for comparisons across dif-

ferent cohorts as well as for cohort members as they proceed
through their life cycle.

18
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Tabdble 4

Changes in Real Income for Cohorts of All Femilies with Children

-

i-
fn

(1984 dollars) )

Yhen Incons in Average Annusl

Cohort 25-45 Latsr Year Rate of Growth ‘gé.:»éi

Ages 25-45 Ages 45-65 ‘ ' e

in 1949 in 1969 $14,733 $36,229 +7,3%8 B

Ages 25-45 Ages 42-62
ia 1967 in 1984 27,047 36,424 +2,0°

Ages 25-45 -— 28,073 -— -—

in 1984

8Defined as 100 x ({1969 real income - 1949 resl income)/1949 real income)

bnefined as 100 x ((1984 real incoms - 1967 resl income)/1967 real income)

+ 20,
+ 17,
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Changes in Income Inequality

Changes in the mean indicate how the “typical” family fared, but they
obscure the differing patterns of income changes that have occurred for
families at different positions in the income distribution. To see how
families of "low™, "middls” ;nd "high" income have fared, we classify
families with children into one of fiva quintiles, an’ computse the per-
centage of income received by each of these fifths of families. Changes
in income shares provide a useful indicator of changes in income ine~
quality.

Two points stand out for each of the four distributions shown in
Table S and Chart 3. ¥rirst, the extent of inequality is large in any
year—-in 1984, the poorest 20 percent of all faailies with children
received 4.16 percant of aggregats income, while the richest 20 percent
received more than tan times that amount, 42.13 percent.

Second, the degree of inequality has increased substantially since
1967. Consider the rutio of the 1984 income share to the initial-year
share shown for each of the four family types in Table 5. A ratic less
than 1.0 indicates that the quintile now has a smaller proportion of
income; a ratio grsater tham 1.0, that the quintile now has a greatar
proportion. PFor all families with children, and for whites, blacks and
Hispanics, the pattern is identical=—the highest-income families have
gained and the lowest—income familfes have lost: in ell cases the bottom
60 perceut lost, while the top 40 percent gained. The larzaut declines
have been in the lowest quintile and the largest increases in tha
highest, but there were also large declines in the second, and increases

in the fourth, quintile.
20
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Table S

Share of Aggregate Income Received by Esch Quiutile
of Families with Children, 1967-1984

Quintile §!§:. of Iscome
1 2

Total
All Tamilies with
Children
1967 6.59% 13.36% 18.05% 23.46% 383.54% 100.0%
1973 5.78 12.84 18.00 24.09 38.28 100.0
1979 5.18 12,33 18.55 24 .36 39.38 100.0
1984 4.16 11.17 17.50 25.04 42.13 1060.0
Ratio: 19841967
Share 0.63 0.84 0,97 1.07 1.09 1.00
White Families with
Children
1967 7.32 13.71 18.04 23.09 37.84 100.0
1973 6.46 13.33 18.02 23.66 38.52 100.0
1979 5.88 12.93 18.46 24,50 38.24 100.0
1984 4.75 11.98 17.97 24.29 41.01 100.0
Ratio: 1984/1967
Share 0-65 0.87 0.99 1.05 1-08 1-00
Black Families with
Children
1967 5.27 10.88 17.02 24.45 42.38 100.0
1973 4.84 10.39 16.56 25.06 43.16 100.0
1979 4.14 9.43 15.83 26 .00 44,60 100.0
1984 3.50 8.25 15.12 25.18 47 .96 100.0
Ratio: 1984/1967
Share 0.66 0.76 0389 1.03 1-13 1.00
Hispanic Families
with Children
1967 Nele Nele D8 Nele N8 Nele
1973 6.02 11.83 17.25 24.43 40.47 100.0
1979 4.83 10.83 17.07 24.76 45,51 100.0
1984 4.08 9.93 16.98 25.45 43.56 100.0
Ratio: 1984/1973
Share 0.68 0.84 0.98 1.04 1.08 1.00

Note: Quintiles are defined separately for each of the four types of
families shown for ¢ach Year.
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Chart 3

SHARES OF AGGREGATE INCOME: 1967

ALL FAMILIES WITH CHILDREN

’
7\ QUIN.2 (13.4%)

QUIN.3 (18.1%)

QUIN.S (38.8%)

QUIN.4 (23.5%)

SHARES OF AGGREGATE INCOME: 1984

ALL. FAMILIES WITH CHILOREN

QUIN.1 (4.2%)
QUIN.2 (11.2%)

QUIN.S (42.1X)

QUIN.3 (17.8%)

QUIN.4 (22.0%)
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Just as vith mean family income, the trend in quintile shares since

1967 differs dramatically from the period covering 1949 to 1969. Chart 4
shows the change in the proportion of aggregets income received by esch
quintile during the 1949-1969 and 1967~1984 periods. During the arlisr
perfod, the income distribution shifted somewhat toward less inequality
as the lovest quintile incressed its share and the shares of the other
four quintiles declined a small smount. The shars of the lowest 20 per-
cent of all fanilies with children increased from 4.66 to 3.68 perceat
between 1949 and 1969 (shown as a positive 1.02 percentage-point
difference in Chart 4), while the share of the highest 20 percent
declined slightly, from 40.46 to 40.2]1 percent, and that of the maxt-to-
highest quintile declined from 23.80 to 23.38 percent (these latter two
are shown as negative percentage-point differences in Chart 4).

Table 6 combines the income share data from Table 5 with the mean
income data from Table 1 &nd shows the mean income in constant 1984
dollars for each quintile, for each of four family types. The mecn
income in a quintile changes when its income shars changes and when the
amount to be shared (aggregate income) changes. Por example, batween
1967 aad 1984, mean income for all families increased by 4.1 percent, but
the share of the lowest quintile declined sufficiently to result in a
34.3 percent decline, from $9347 to $6142. Over thc same period, the
mean income of the highest quintile increased from $54,665 to $62,198
because its share of the growing mean increased. A typical faaily in the
second quintile lost 13 percent ($18,930 to $16,491) while one in the
fourth quintile gained 11.1 percent ($33,276 to $36,967). Thus, there
were shifts in income not only from the poocest to the richest families,

but also from lower-middle~income to upper-middle-incoxe families.
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Table 6

Mean Income of Families with Children by Income Quintile
in Constant Dollars, 1967-1984
(1984 dollars)

Mean of

Nean Income of Quintile: A1l
1 2 . 4 L1 Pemirles

All Pamilies with

Children
1967 $9347 $18,950 $25,602 $33,276 834,665 $28,369
1973 9308 20,678 28,988 38,796 63,238 32,206
1979 8057 19,179 28,833 38,203 61,2%6 31,138
1984 6142 16,491 25,836 36,967 62,198 29,527
Percentage Chaige,
1967-1984 -34.3 -13.0 +0.9 +11.1 +13.8 +4.1
1973-1984 -34.0 =20.2 -10.9 -4,7 -1.7 -8.3
White Pamilies vith
Children
1967 10,870 20,359 26,789 34,288 56,191 29,697
1973 10,936 22,567 30,507 40,035 65,211 33,859
1979 9651 21,222 30,299 40,213 62,764 32,826
1984 7433 18,748 28,112 . 38,012 64,178 31,298
Percentage Change,
1967-1984 -31.6 -7.9 +4.9 +10.9 +14.2 +5.4
1973~-1984 -32.0 -16.9 -7.9 -5.1 -1.6 -7.6
Black Families with
Children
1967 4686 9674 15,134 21,740 37,683 17,790
1973 5011 10,758 17,146 25,947 &4, 687 20,708
1979 4171 9501 15,949 26,195 44,935 20,150
1984 3238 7634 13,989 23,296 44,371 18,504
Percentage Change,
1967-1984 -30.9 -21.1 -7.6 +7.2 +17.7 +4.0
1973-1984 -35.3 -29.0 -18.4 -10.2 -0.7 -10.6

inblc continues
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Table 6, continued

Mean of
————Ligen Incoms of Quintlle: AL
Families
Rispanic Families
with Children
1967 n.l. n.l. no.o no.o nu.o nO.O
1973 7007 13,770 20,079 28,437 47,107 23,2890
1979 3742 12,876 20,293 29,437 30,540 23,778
1984 4419 10,736 18,392 27,366 47,181 21,663
Percentage Change,
1973-1984 -36.9 -21.9 -8.4 -3.1 +0.2 -6.9

Nots: Quintiles are definad separately for each of the four types of families

shown for each year. Thus, a group with a highcr mean incose is likely to

have a higher mean in every quintils.
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The mean income of all quintiles was lower ia 1984 than in 1973, snd

5
i

inequality continued to increase. The percentage decline for all fami~
1ies ranged from 34,0 and 20.2 percent in the lowest tvo quintiles to 4.7
end 1,7 ! w top two quintiles. The 1973~1984 experience of the three
aiddle-income quintiles difiered m-uum from their experience
betwess 1967 and 1973, when their msan incomis grew by 9, 13, and 17 per-
cent, respectively.

Chenges in mean income per quintile for the 1979-2984 subperiod were
eimilar to those for the 1973-1984 period, with one exception. Between
1979 and 1984, the mean income for the top quintile of all femilies and
of white fasilies increased. The _saus for the other four quintiles and
for all five black and Hispanic quintiles were lower in 1984 than they

were in 1979.

® Althcugh inequality decreased slightly butween 1949 and 1969, it
increased substantially between 1967 and 1984, Incomes of the
bottom 40 percent of families declined in real terms, while those 3
of the top 40 percent rose. "~

¢ The mean income of all quintiles was lower in 1984 than in 1973,
In 1984, t'e mean of the top quintile wes higher than its 1979
level, while the means of the other four quintiles were lower.

Changes in Income Poverty

With mesn incomes declining and inequality increaeing, it comes as
no surprise that poverty rates increased between 1973 and 1984, Table 7
and Chart 5 show the incidence of poverty using the federsl governsent's
official definition of poverty--$10,609 cash income for a family of four
in 1984, Poverty for all persons living in families with children
declined between 1967 and 1973, increas~d somewhat between 1973 and 1975,

and then increased rapidly between 1979 and ° /84,6
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Table 7

The Incidence of Poverty Among Persons
Living in Pamilies with Childrem, 1967-1984

o

e
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A T T

1967 1973 1979 1984
All Femilies with
Children 13.5% 11.42 12.72 17.42
“M“ 9.‘ 7.9 9.2 1305
Black 41.9 34.4 33.9 39.3
Hispanic n.a. 22.9 23.7 3.3
All Two-Parent Families
with Children 9.9 6.5 7.0 10.6
White 7.7 5.2 6.1 9.4
Black 31.3 18.7 15.5 19.3
Hispeanic n.a. 14.8 16.8 22.6
All Tesiale-Headed
Fanilies with Children 47.2 45.9 42.4 48.2
White 3.2 36.2 32.9 40.7
Black 67.6 6l1.1 57.1 60.5
Hispanic n.a. 61.3 56.5 63.0
29
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Black two-parsnt families were the cnly group to deviate much from
this trend—their 1984 poverty rats, 19.3 percent, was substantially
below thcﬁ: 1967 rate, 31.3 percent. This decline does mot support
the viev that blacks wers more harmed than helped in the aftermeth of
the War on Poverty and Great Society imitistives. While poverty rtates
decreased for black two-parent end female-hesded families between 1367
and 1984, they increased for white two-pareat and female-hesded faailies.
Nonetheless, in 1984 blacks were still mwch more likely .M their white
counterparts to be poor. And, as with family incomes, the greatest aaf-
ferences in poverty rates were batween two-parent and female-headed fami-
lies. '

Again, the contrast of the economic circumstances of families during
the 1949-1969 period, as compared to the later yeers, is striking.
Poverty declined rapidly (data not shown) for all types of families—
vhite, black, Hispanic, two-parent. and female-hesded. In 1949 poverty
was about 40 percent for persons uvm‘m all two~parent families and
almost 80 percent for thoss in female-headed families.” By 1969, these
rates had fallen to about 10 and about 30 percent, uopceun}y.

¢ Poverty declined between 1967 and 1973, However, poverty

increased rapidly after 1973, and the 1984 rate for all families

vith children exceeded the 1967 rate. Poverty ratss jn 1984 were
above the 1967 rate for whites but below the 1967 rate for blacks.

The Effects of Demographic snd Economic Factors _on Poverty

Why was poverty for families with children higher in 1984 than in
1967, in spite of the rapid growth in government spending for the poor
that took place during these years? Ve offer three major reasons. The

first relates to the increase in the proportion of families hesded by

32
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women. Since these families have above-average poverty ratss, growth in
their numbers would have increased poverty for all families even if the
economic situstion within demographic groups had remained constant.
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The second reason poverty rose relatas to decresses in the earninge
of family heads. Table 8 presents cne msasure of the dimemsions of the
probles—the groving percentags of families whose heads Tave “low weekly
earnings.” Ve define “"low earners” as family heeds with weekly earnings
below $204 per week in 1984 dollars. Such parsons could mot esrn the
yearly poverty-line income for a family of four even if they worked 52
weeks a year at their current weekly wage.l In 1984, about ome-fifth of
husbands heading two-parent families and two—thirds of women heading
single-parent families were low earners.

The incidence of low earnings for heads of all families increased
from 20.8 to 29.9 percent between 1967 and 1984; the incidence increased
for the heads of twr~parent families and decreased for female-headed
fanilies.

The incidence of low earnings increased more rapidly thsn did the
incidence of poverty, mgﬁelung that increases in other incomse sources

helped modify the trend toward greater poverty. This is paerticularly

evident for black two-parent families, for whom poverty declinid substan-
tially even though the incidence of low earnings was about the same in
1984 ar it wvas in 1967. (Ve show below that the increased earnings of
wives and increased transfers each contributed to the decline in poverty
for black two-pazent families and kept poverty for white two-parent fami-

1ies from increasing even more than it actually did.)

33
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Table 8
Incidence of Low Weekly Earnings of Heads of Families,®
1967-1984
Heads of: 1967 1973 1979 1984
All Pamilies with
Children 20.8% 21.5% 23.82 29.9%
White 17.1 17.7 19.6 25.5
Black 48.3 45.6 46.9 51.5
Hispenic n.a. 32.8 3.6 4.0
All Two-Parent Families
with Childrenb 14.3 12.7 14.1 19.5
White 12.4 11.4 12.6 17.7
Black 32.1 24.5 26.6 32.8
Hispenic n.s. 19.2 22.2 30.1
All Female-tleaded
Families with Children 71.1 68.9 61.9 63.5
White 64.8 63.8 56.7 61.4
Black 83.9 78.4 71.7 72.7
Hispenic n.a. 81.6 75.4 79.8

. 8"Low earners” are family heads with weekly earnings below $204 per week
in constant 1984 dollars. Such persons could not ssrn the poverty-line
income for a family of four even if they worked 52 weeks a year at their
current weekly wage.

DHusbands are classified as the heads of two-parent families.
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Becauss of the decline in the resl minimum wage (Table 9}, the numder
of hours that earners in a family of four working at the sinimum wage
would have had to work to earn the poverty-linme budge: increased from
2421 hours in 1967 to 3167 hours ia 1984, Ths latter mumber represents
60 bours of work esch veek of the yesr. '

The third reason why poverty increased despits the increase in
government spending relates o the distribution of transfer paysents. A
large and growing proportion of transfers were agepivéd by the elderly.
The first two rows of Table 10 show that pretransfer poor _mum with
children receive a disproportionstely small sand declining share of all
transfers—they were about 26 percent of all pretransfer poor houssholds

{n both 1967 and 1984, but their share of cash transfers declined from

19.8 to 16.8 percent.’?

The bottom rows show that pretransfer poor familiea with children
received much smaller amounts of transfers than households hsaded by a
person over 65 years of age. The aversge transfer to the elderly poor
increased over the entire pericd. Transfers to families with children
increased substantially between 1967 and 1983, but then declined. Thus,
in 1984, when the poverty line for a family of four was $10,609, the
typical pretransfer poor family with children received only sbout $3000.
This contrasts to the situation of the elderly, for vhom the poverty linme
for a couple was $6282, and the average transfer ves $7322. In additiom,
almost all of the elderly poor received cash transfers, while only about
two-thirds of poor families with *ildren received sny cash benefits.l0

® Poverty for families with children has increased over the

1967-1984 period because of the growth in the number of femsle-
headed families, the increased incidence of low earnings among

male heads of families, snd the decline after 1973 in the real
value of cash transfers per pretransfer poor family.
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Table 9
The Minimum Vage and the Poverty Line, 1967-1984

1967 1973 1979 1984
Miniaum Vage
Current dollars $1.40 $1.60 $2.90 $3.35
Constant 1984 dollars 4.33 3.74 .19 3.3%
Number of Hours of Work
at Niniawm VUage to Earn
8 Poverty-Line Income for
a Four-Person Family 2421 284C 2339 3167
36
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Table 10

A

Poverty and Trausfer Receipt, 1967-1984

1967 1973 1979 1984

Pretrsusfer Poor Tamilies
vith Children as a
Percentage of All
Pretransfer Poor 2
Households 26.2% 25.32 24.52 26.82 :

Percentage of All Cash . n
Transfers to Pretransfer

Poor Houscholds Received

by Pretransfer Poor

Fanilies with Children 19.82 22.52 17.9% 16.82

Average Cash Transfer
Received by the
Pretransfer Poor
(1984 dollars):

Two-Parent Families )
with Children $1832 $4024 $3776 $2946

Female-Headed Tamilies
with Children 3908 5217 4056 3276

Households Headed by
Elderly Persons 4756 6484 6926 7322

Noce: Pretransfer poor hovcsholds are those whose cash incomes,
excluding government traunsfers, fall below the poverty line.
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The Effects of es in Income Sources and the Mean Incomes of Families
ml—m—m -_—

Ve have shown that the 1967-1984 period was characterised by stagnant
incomes, rising inequality, and increased poverty for families with
children. Ve now turn to an oqnimtton of the changing sources of
fanily income. WUe show that the major factor mnng for the
increases in the incomes of two-perent families was the increased earn-
ings of wivu‘. Declines in income for female-headed families occurred
despite an increase .in the head's earnings.

Table 11 and Chart 6 show a decomposition of family income into six
autually exclusive categories: the earnings of the household head; the
earnings of the spouse (which is zero in female-headed families); the
earnings of other household msmbers; property income (interest, dividends
and rents); public cash transfers (social security, unemployment compen-
sation, welfare, etc.); and other income (alimony, interfamily transfers,
private pensions, etc.). Also shown are the mean total family incomes

and the percentage of two—-parent families in which the wife worked., The

dollar amount received from any income source can bs computed as the pro-
duct of the income share and the mean family income. @
The top panel of the table, for two-parent families with children,
shows that husband's earnings declined in relative importance for whites,.
blacks and Hispanics, though it remained by far the most important income

- b . w .
[ R VR
az e SSENEL IR S

source. The share of family income earned by vwives increased for all . 5

groups shown,
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Table 11

b ¢ Sources of Income for Two~Pareat aand Femsle-lleaded
Fanilies with Children, 1967 aad 19G4

Parcentage of
Temily Income White Black m
From: 1967 1984 1967 m_ . 1
Two-Parent Pamilies with Children
Earnings of ,
Husband 80.22 70.4% 66.62 36.3% 7n.7% 66.32
Earnings of
Vife 10.6 18.0 19.4 .1 14.4 19.4
Earnings of
Others 3.1 3.9 8.7 5.5 7.8 7.2
Property
Income 1.8 3.9 0.7 1.0 0.8 2.0
Cash Transfers 2.0 2.7 3.9 5.0 4.8 4.5
Other Income 0.5 1.1 0.6 T&’% 0.5 0.7
TOTAL 160.0 T06.0 10600 . 100.0 .
Mean (1984
Dollars) $30,963 $34,954 $21,121 $28,096 $26,247 $25,777
Percentage
of Two-Parent . ‘
Panilies with 13
Working Wife 43.5 65.0 61.5 71.6 40.4 35.6 :
Female-Headed Families with Children 3
Earnings of 3
Head 45.8 57.3 38.9 55.6 1.6 43.8 &
Earnings of >§
Others 21.4 13.9 28.2 15.1 15.9 20.4 . 3
of
Property . %
Income 3.8 4.2 0.3 0.8 1.0 1.8 F
“;1
Cash Transfers 18.6 15.1 30.0 24.9 42.2 29.1 j
Other Income 10.3 9.4 2.9 3.7 9.2 4.8
TOTAL T00.0 T00.0 T100.0 T00.0 T00.0 T100.0 3
Mean (1984 A
Dollars) $15,836 $14,611 $10,8319 $10,522 $12,175 $10,560 f

gt

Note: Totals may not add exactly to 100.0 because of rounding.
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Consider, for example, white tro-parent fasiliés, vhoss mean incove
increased from $30,963 to $34,954, Husbands comtributed 80.2 percent, or
$24,832, of the total in 1967, and 70.4 psrceut, or §24,607, in 1984,
Thus, family income only weat up m_d increases in other income
sources, )

The share of family income attributable to the earnings of white
wvives increased from 10.6 to 18,0 m: of hu-ad m‘;ud for
three=quartars of the total increase in family m 'nlllhu dus to
earnings of white wives increased because the prmun of two-parent
fanilies with working vives increased from 43.5 to 65.0 percent and
because the mean earnings of wives who worked ucruud from $7345
$9680.11

For black two-parent families, the husbend's share declined from 66.6
to 56.5 percent, but their average earnings increased from $14,067 to
$15,874. The share of black wives increased from 19.4 to 31.1 perceat
and sccounted for two—~thirds of the increased family incomes. More black
wives worked in 1984 than in 1967, 71.6 versus 61.5 percent, 4 the mean
esarnings of working wives increased from $6663 to $12 ,204. Whi e working
black wives earned less than working white wives in 1967, by 1984 they
earned more.

Data for Hispanics, not available for 1967, tell a story similar to
that for vhites for the 1973-1984 period. Husbends' earnings declined
both in absoluts smount and as a percentage of family income. And the
incone share due to wives increased because of .ncresces in both the per-

centage of wives working and in the mean earnings of working wives.
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This increase in family incoms due to increased market work by wives 3*
came at the cost of reduced time available for laisure and home produc- 5
tion. Thus, the iancome changee showm in ’l‘abic 11 overstate the actual
gains in well-bdeing.

Even though female fasily heads increassd their earnings, their
family incomes fell between 1967 and 1984. For example, over those years
the earnings of white female family heads incressed by 15 percent, but
their faamily income declined by 7.7 percent; for black female family
heads, earnings incressed by almost 40 percent, but family incoms fell by
2.9 percent; between 1973 and 1984 the earnings of Hispanic female heads
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increased by 20 percent, but family incoma declined by 13.3 percent. In

L
o

each case, the increass? earnings were more than offset by decl’cas in
cash transfers and in the earnings of other househo’.d msmbers.

® Among the Jources of family incoms, the earnings of wivas and
female household heads grow fastast.

® A greater percentage of white, black snd Hispanic wives worked and
the mean earnings of those working also increased.

® The incomas of female-headed housiholds decreased between 1967 and
1984 in spite of *he increased earnings of female household heads.

The Effects of Changes in Wives' Earnings on Mesn Incomes, Poverty Ratas
and Income Shares

1
Table 12 shows that the contributions of wives were important not 3
only in increasing mean ivcome of all two-parent families, but also in i
reducing povert; wates and increasing the income share of the lowest |
quintils. The first column shows the mean income, poverty mats, and

income share of the bottom quintile for all two~parent families for all

income sources. The second columa shows what thase asasures would have

43




R C i et T L i e g— v AT AP Ty o
s R TR N TR TSR S e N R A R R SN T e R
; Y . ’ - K ST T . S

37

Table 12

The Coatribution of Vorking W ia A1l Two-Parent Families
to Faaily Income, Poverty Reduction, aad the Iueu- mn
of the aneca- Qutastl-. l’tﬂ*ﬂ’l‘

-
S ~ Perosatage
Measure for mum’mmu
Two-Parent All Sources Wives' Iarnings Nessuve dea to -
Fanilies: of Panily Incoms Ave Set to lexo Uives’ Earmings®
1967 o - <
Poverty rate 9.942 13.172 =24.3
Share of bottom
quiatile 7.922 7.50%2 +5.6
1973
Mean income 35,493 ' 31,189 +13.8
Povarty rate 6.48 9.28 =30.2
Share of bottom
quintile 7.77 7.27 +6.9
1979 :
Mean income 35,383 29,884 +18.4
Pmrt’ rate 7.04 10.31 =31,7
Shars of bottom
quintile 7.32 €75 +8.4
1984 )
Mean income 34,379 27,860 +23.4
Pmrt’ rate 10,55 16.24 =35,0
Share of bottom
quintile 6.25 S.45 +14.7
Percentage Change,
1967-1984°
Mean inconme +14.1 +4.0 N8
Pmrt’ l.'lt. "601 +2303 N, S
Share of bottom :
quintile -21.1 -27.3 n.a.

8Defined as (family value - family walue less vives' esrnings/family walue
less wives' earnings) multiplied by 100. The 12.5 percentage change in the
first rov is equal to 100 times [($30,139 - $26,790)/$26,790].

bDefined as 100 times (1984 valukx = 1967 valie/1967 value).
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been if wives had not worked at all-——that is, we set wives' earnings
ejual to ser~ and recomputed the msasurs with family income reduced
accordingly.l2 Column 3 shows the percentage difference in the two

msasures,

In 1984, the esrnings of tuo-parent families were 23.4 percent higher
then they would have been had wives not worked and had all other income
sources remained at their 1984 levels. Poverty wis 35.0 perceat lower,
and the incoms share of the bottom quintile 14.7 perceat higher, because
of wives’' earnings. That wives incressed the income share of the bottom
quintile means that the ratio of the esrnings of wives to other family
income was higher for low-income housebolds then for high-income house~
holds.

The income-raising, and poverty- and inequality-reducing, effects of
the increased earnings of wives grew substantially after 1967. As shown
41 ottom penel of Table 12, poverty in the absence of wives' searn-
ings increased by 23.3 percent, while poverty incluuing wives' earnings
increased by 6.1 pexcent.

® If wives' earnings had not increased between 1967 and 1984, msan

fanily income would have grown more slowly and poverty and income
:munuty would have increased more rapidly than they actually

Table 13 shows, for white, black and Hispanic two-parent families,
the percentage changes in msan income, poverty and the income share of
the bottom quintile that are associated with wives' earnings. In each
year, the effects of wives' earnings on the meen, poverty and the income
share are similar for the three groups. Howaver, in 1984 black wives had

a much larger effect on msan income and a smller effect on the income

share of the bottom quintile than did white wives. In 1967, the earnings
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Table 13

The Contribution of Working Wives to Family Iscome, Poverty Reduction,
3 end the Income Share of the Bottsm Quintile, 1967-1984

~
o

1967
Mesn income +11.8 +24.1 0.8,
Poverty rate =-25.0 =23.3 s.8.
Share of bdottom
quintile +5.1 -1.7 a.8.
* 1973
Mean income +12.7 +28.3 +16.9
Poverty rate =30.6 =-28.3 =27.4
Share of bottom
quintile +6.3 =1.5 +2.3
1979
Mean income +17.2 +34.0 +21.1
Poverty rate -30.9 -34.7 -24.4
Share of bottom
quintile +7.9 +3.7 +3.3
1984
Mean income +22.0 +45. . +24.0
Poverty rate =34.6 -39.5 =26.1
Share of bottom
quintile +14.3 +8.9 +7.7

Note: Percentage ciszges are defined as (family value - family walue
less wives' earnings/family value less wives' earnings)
multiplied by 100.
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of black wives reduced slightly the income share of the bottom quiutile,
indicating that wives in lower-incose families were earuing propor-
tionally less then those in higher-iancoms families.

Table 7 showed that poverty for black two-parent families actually
declined from 31.3 to 19.3 percent, a differemce in poverty rates of 38.3
percent. Table 13 shows that black wives reduced poverty in their group
by 23.3 percent in 1967 and 3.3 percent in 1984, In the absence of
wives' earnings, poverty would have fallen cnly from 40.8 to 31.9 per-
cent, a difference in rates of 21.8 percent. Thus, a major portion of
the observed decline in poverty for black two-pareat families is asso-
ciated with incressed earnings of wives,

Changes in the Antipoverty Effects of Cash Transfers

A second important change in income sources has bsen cash transfers.
Table 14 shows the percentage of pretransfer—poor households who received
cash transfers and the sntipoverty effect of such transfers, msasured by
comparing the percentage of persons in poverty after the receipt of
transfers with the percentage in poverty before transfers. This measure
gives an upper-bound estimate, since it does not include labor-supply
responses to the transfers,13

Between 1967 und 1973 transfer recipiency among the poor and the
antipoverty effect of transfers increased; between 1973 and 1979 they
stayed fairly constant; then both declined through 1984, The largest
incresse in the antipoverty effect of transfers was for black two-parent
fanilies. Transfers took a greater percentage of all two-parent families
out of poverty in 1984 than in 1967, but a smaller percentage of female-
headed families.
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Tabdle 14

Dependence on Cash Trassfers of Pretr=asfer Poor Noweeholds
and Reduction in Poverty Due to Cash Trassfers, 1967-1984

oy

All Pemilies

with Children 51.4 71.0 71.8 68.5 . -13.2 -24.7 -23.2 «25.8
White 49.3 66.8 67.1 64.2 -18.3 =28.5 -25.7 '170‘

' Black $5.7 79.‘ 81.7 79.0 -,o‘ -l7o’ ‘l,ol '12.2

n‘."uc .8 70.1 69.1 66.7 0.8. -19.9 -15.8 =10.4

All Two~Parent

Yamilies with

Children 3‘.5 56.8 60.1 “o‘ -13 06 «25.4 .26 03 -18.7
White 39.3 3.6 357.9 S55.1 «15.6 =27.9 <-26.9 -19.1
’hck 36.‘ 5703 7001 “.5 "'07 “170‘ .2501 'l‘oz
Hispenic 0.8. 52.6 52.8 48.8 fN.8. =20.2 -15.9 =10.9

All Temale-

Headed Tamilies -

with Children 71.1 82.6 80.8 77.8 -1709 .23.‘ "l,o’ -lzoo
White 70.2 78.2 77.1 7309 «25.1 .2901 ‘23.6 -15.0
Black 72.3 88.6 835.7 83.2 -11.2 ~18.0 -16.5 -9.9
nilp.llic D. 8. 86.9 “o‘ ‘301 B.A. -1906 «15.1 -903

8Defined as (posttransfer poverty - pretransfer poverty/pretransfer poverty)
aultiplied by 100. Por example, for all families with children the
posttransfer poverty rate for 1984 was 17.4 perceant (see Tadle 7). The
pretiansfer rats w.s 20.6 percent, 20 ~15.8 is the percentage difference
between the two rates.
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This result is due mainly to the fact that two-parent families tend
to receive social insurance benefits (e.g., social security, unemployment
compensation), vhich are lizely tr be indexed to prices, while female-
headed families are more likely to receive welfare benefits (e.g., Aid to
Fanilies with Dependent Children), which are wo% indexed.

The receipt of transfers smong femilies with children is quite simi-
lar, mp:dh-; of race, ocuce econcaic need has been taken into account.
Bacauss social insurance transfers are rslated to past earnings, whites
who have higher earnings, on average, than minorities will receive higher
social security and unemployment benefits.l!® Therefors, smong the
pretransfer poor, whites are more likely than minorities to be removed
from poverty by transfers bscause, on average, they receive larger
transfer payments and are closer to tis poverty line before the receipt
of transfers,

® Although the real level and poverty-reducing effec*s of cash

transfers have declined since 1973, transfers still reduce
poverty significantly.

Corclusican

Our review of changes in incomes for families with children makes us

pessimistic about the prospects for raising incomes throughout the income .

distribution. While the economy has grown rapidly since the 1982-1983
recession, msan family incoms in 1984 was still below the 1973 level.
And, even if income countinues to grow as rapidly as it has in the last
two years, there {s no Miu;ion that the trend toward increased ine-
quality has been reversed. Both poverty and unemployment rates in 1984,

49
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though below their 1982 and 1983 levels, were still well sbove those of

1979. And, vhile repid grovth in the 1949=1969 pariod was associated
with relative stability or mall declines {n inequality, incoms growth
over the last tvo yesrs has been accompenied by incressing inequality.

i
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1The Census income measure=—current money incume received during the
calendar year—is defined ss the sum of woney wages and sslaries, net
fncome frow sslf-employment, sccisl security imcoms and cash transfers
from other govermment programs, property incoms (e.g., intsrest, divi-
dends, net rental incoms), and other forms of cash ineome (e.g., privats
pensions, alimony). Current money income does mot includs imputed rents,
government or privats benefits in kind (e.g., food stamps, Medicare bsne-
£its, employer-provided heslth insurauce), mor does it subtract taxes,
although all of these affect s family's level of economic well-being and
are included in disposable personal income.

In addition, family well-being is affected by changes in the number
and types of household units. In recent years, the mmber of households \
has grown much more rapidly than has the mumber of persons. Thus, family ’
income can decline even if per capita disposable income increases.

2mu. black and Hispanic are not m:tually exclusive categories.
The Census classifies all persons as either white, black or other

nonwhite., Because the other nonwhite category is relatively small,

their incomes ara included in the category "all families,” but are not

reported separately. Also, the Census classifies all persons as being
either of (or not of) Hispanic origin. Thus, persons of Hispanic origin |
are included in both the "white™ sni “"black” categories, and the
“Hispanic” category includes both whites and blacks. All families with
children are headed either by both parents or & single man or woman.
Because of the relatively -.:11 munber of single~parent families headed

by men, we do not report their incomes separately.
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3ror example, Joseph Minarik (Making Tax Choices, Urbdan Institute
Press, 1985, p. 45) shows that the federal incoms tax and the employee's
share of the social security payroll tax imcreased between 1965 snd 3984
by about 7 percentage points of family income for a broad range of fa-'=
lies. It increased from 6.2 to 13.0 percent for a family at lmlf the
medisn incoms, from 10.2 to 17.3 for a family at the median, and from
13.2 to 20.6 for a family at twice the msdian. Thus, taxss as a percen~
tage of income more than doubled for those at half the median vhile they
increased by about 56 percent for those at twice the median.

4These cohorts do mot contain the same families over time. For
example, the income of a 30~-ysar—-old Imsband and wife couple with no
children in 1949 would not have been included in the early-ysar msan, but
would have been included in 1969 if a child under 18 was living with
them. Yet, a similar couple whose youngest child was 5 years old in 1949
would be included in 1949, but not in 1969.

Despitc changes in the age structure of the population over time, the
mean ages of heads of families with children in the cohort of those 23 to
45 years old was constant over the 1949-1984 period. The msan ages for
those who were 25 to 45 in 1949, 1967, and 1984 were 35.1, 35.5, and 35.1

years, respectively.

5The federal government’s official messure of poverty provides a sst .

of income cutoffs sdjusted for housshold size, the age of the head of the
household, snd the number of children under age 13. (Until 1981, sex of
the head and farm/nonfara residence were other distinctions.) The
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cutoffs provide an absolute msasure of poverty that specifies in dollar
teras minimally decent levels of consumption. To make them represent the
same purchasing power each year, the official poverty thresholds are
updated yearly by an amount corresponding ¢to the change in the Consumer
Price Index.

SCare must be taken in using the officisl poverty dats. Vhen the
poverty thresholds were set in the =1d-1960s, the poor received few in-
kind transfers and paid little in taxes. Therefore, one could at that
time legitimately coupare cash income with the officiel poverty lines to
obtain a fairly accurate picture of resources available to meet the fami~
lies' needs. However, during the late 1960s and early 1970s noncash
transfer benefits incressed rapidly. While these noncash benefits repre-
sented only 12 percent of cutlays on income-tasted programs in 1966, the
figure had risen to about 70 percent by 1983. Clearly a bstter measure
of a family's ability to meet its needs should include the wvalue of in-
kind programs.

Likevise, taxes detract from the availability of resources to meet
needs. If taxes had not changed very much over this period they could be
ignored, since the original poverty definition was based on income before
taxes. However, the erosion of the szero bracket amount in recent ysars
and the increase in the social security tax rate have increased the
amount of taxes poor families have lad to pay. Idealiy we would, there-
fore, like to compare needs with income after taxes and all transfers.

Unfortunately, we do not have a consistent time series for poverty
which adjusts for taxes and the value of in-kind transfers. Nonstheless,

vhile the inclusion of in=kind transfers would reduce the extent of
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poverty in any single ysar, it would not significantly alter the trends
discussed here.

Tue measured poverty in 1249 by sdjustin_ the official poverty
thresholds to account for changes in the Consumer Price Index. This is
the ssme p.ocedure that hes been used by the Census Buresu to update the
thresholds since the aid-1960s.

81f a head did not work at all during the year, we consider him or
her as a low esrner, along with thooe whoea reported weekly earnings fell
below our threshold. Note that not all families headed by low earners
are poor. Vhether or not the family is poor depeuds on its own poverty
line, which is e function of its faaily size and its total cash income.
For example, consider the head of a two~person family who sarans $130 per
week for 350 weeks, or $7,500 per yeri. We classify this head as a low
ecarner, but her/his family is nmot poor because the poverty line for »
two-person family is $6767.

On the other hand, we exclude some poor families from our count of
low earners. Por example, a head who earns $230 per week would mot Le
counted as a low earner even if she/M worked only 10 weeks last year.
1f this were the family's orly income last year, it would ts poor.
Howevsr, she/hs would not be classified as a low earzar bscause her/his
family cruld escape poverty through full-year work. ’

Ve also com uted our low «wrnings cutoff on the basis of a pover .
line for a family of tLree--which lovers the cutoff to $159 fron ¢.04 1
1984 dollars——but the trend toward sn increased incidenc: of low earnings

was very «isilar to t™it shown in the text.
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9Census dats on faeily incovs do mot distinguis’: bestween income

derived from market and private transfer sources (e.g., wages, dividends,
alimony) and that derived from government trsunsfers (e.g., social
security, public assistamce). As such, Census figures fail to se,arate
the privats economy's antipoverty performsnce from the performsncs of
government cash transfer programs. Houssholds that do mot receive enough
aoney iucome from privats sources to raice them over the poverty line
constitute the pretransfer poor (a more exact t tle ¥ 14 be pre-
governaent-transfor poor). Pretransfer poverty revesls the magnitude of :
the problem faced by the public sector after the market economy and pri-
vate transfer system (e.g., private pensions, interfamily transfers) have
distributed their rewards.

Pretransfer income is determined Lv subtracting government cash
transfers frou Census income. This definition sssumes that transfers
elicit no behavioral responses that would cause income without transfers
to deviate from observed pretransfer income. However, transfers do
induce some labor-sunply ‘mductions, so0 recipients' net incomes are not
{ncreassad by the full emount of the transfer——true preti:susfer poverty
is likely to bs somewhat lower than measured pretransfer poverty.

1015 contrast to the increased poverty smong families with children,
poverty smong the elderly declined dramstically between 1967 and 1984,
with most of the decline attridutable ¢ increased government transfers.

117The income share due to wives' earnings is affected by changes in
both the percentage of wives working and the mean earnings of working
wives. In 1967, all white wives accounted for 10.6 percent of the msan

family income of $30,963, or $3282. Since 43.5 percent of all wives
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accounted for this incoms, the mean earnings of wives who worked was
$7545 ($3282/.435).

12¢100e computations <ssums that a hn;lmul would not work more if his
wife reduced her market work. As such, they are upper-bound estimstes of

the effects of wives' earaings. Ineorponﬁion of lusbands' respouses %F
would affect the amount of change attributed to wives ia any yesr, but
would not affect the trends discussed. B
13por example, consider en individual who earns $3000. Assume that
after the passage of a public sssistance program, the person reduces
hours of work, earns $2500 and receives a traunsfer of $1750. Total
income is now $4250, $1250 higher than that earned before the progras vas a;
in place. Because ‘ncome in the absence of transfers is unobserved, we ’ ig
and the authors of most other studies msasure the redistributive effect 5&’;‘
of transfers as the $1750 difference bstween pretransfer and posttrausfer %:g
income ($4250 - $2500), not as the $1230 increase in final income. f?:
Incorporation of such labor-supply responses to transfers would lower the ?
antipoverty effectiveness in any year, but would not affect the trends. . %
l4yqifare benefits, particularly Ald to Femilies with Dependent :

Children, vary widely by region sand are lowest in the South, Since a
greater proportion of blacke than whites live in the South, blacks, on

average, also receive lower welfare benefits.
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APPENDIX ’é
- Hov Have Families with Children Been Faring?
Sheldon Densiger and Peter Gottschelk i

Our piper evaluates chenges in the ievel and distribution of fanily fgf

focome for feilies with children. As shown in the text in Table 2, the “xg

number of such families increased bcunm 1973 al 198‘ by 7.1 percant,
from 31.1 to 33.3 million. Duriag thct uln puod. m:. average
family size declined by 9.6 perceant, from 6 10 to 3.7! m and the
nusber of children under 18 living in these families declined by 3.2 per-
cent, from 68,4 to 62.8 millionm.

Thus, oue may ask whether the trends discussed in the text also hold
.for changes in the economic well-being of children. That is, could
children be better off, even if family incomes declined, because the

reduced family income was shared smong fewer family sembers? Further

analysis of the data show that this is not the case. The trends
discussed for family income cre busically the same as those for per
cap'iu family income and for per capita family income per child—income
on average did not 1ncr.eau between 1973 and 1984; the income distribu-
tion became more unequal; and the majority of children lived in house-
holds whose incomes were lower in 1984 than they were in 1372,

Appendix Table A-1 shows, for ail families with children for 1973 and
'1986, the share of aggregate income received by sach quintile in the top
panel and the mean income in 1984 dollars of families in each quintile in
the bottom panel for t.hree' income concepts:

¢ family income of /families (these numbers are from Tables 5 and 6
in the text) {

© per capita family income of families

® per capita fanily income of children
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Per capita income provides a simple adjustment for differences in

femily size. According to this measure, a three-person family with an
income of $15,000 has the same level of mii-lnlu as a four—person
femily with $20,000. Many anslysts think that per cspita income makes
too great an sdjustaent for family sise differences becauss {t dou pot
account for economies of scale in family comsumption. ¥or example, a per
capita measuze indicetes that s family of six needs twice the incoms of a
- femily of three to achieve any mciftg level of nu;ioihg. vhilie the
official poverty lines, that do acount for :oconellu of scale, igdluu
that the six-person family needs 72 percent sore income t© be as well
off as the three-persor family. Thus, while the family income dats in
" the text do nmot make any adjustments for the recent declines in family
size, per capita income overadjusts.
Ve evaluate changes in per capits income for all families a-ud for

children only. That is, a two-parent family of four vith an income of

$20,000 1s counted first as one family with a per capita income of $5000
and then as two children, each with a per capita income of $5000.
Vhile the perceptage changes between 1973 and 1984 in the means of
the three income concepts differ somewhat, the chenges ° nequality are 1
remarkably similar. The declines in the number of persons and number of |

children result in no change in the mean of the two per capita measures

‘instead of the 8.3 percent decline in tke fanily income measure. But' all

three distributions show the same increase in inequality (top panel):

the income share of the bottom three quintles declined and those of the

top two increased, with the largest decline for the bottum quintile and

the largest increass for the top. The trend in the mean income in each

Q
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quintile (bottom panel) is quite similar: the lovest income groups fell

S T A

further behind the higher income groups. For family ueou; each quin-
tile lost, and the losses declined as income increased; for per enpiu‘ . 3
femily income or pdr capita femily income of childrea, only the lowest )
three deciles lost.

_The trends in the three messures are quite siailar because children
are very equally distributed across tho femily income quintiles and
because the declime in the number of children per family was mot oo aif-~
ferent across the income distridution. Table A~2 shows the percentage of
all children in each of the family incoms quintiles-1y 1973 and 1984 in
the top panel and the number in each quintile in the bottom. The percen
tage of children in each quintile varied only from a high of 21.2 per-
cent to a low of 18.8 percent in the two yesrs. The lowest income
quintile had 5.3 percent fewer children in 1984 vhile the top had 13 .4
percent fewver. It is because of these changes in the mmber of children
per quintiie that the mean per capita family income of the top two quin-
tiles of children increased while their mean family income decreased bet-
ween 1973 and 1984.

Thus, the shift from fanily income to faaily income per capita
seasures does not alter our conclusions that economic pezformance vas

disappointing between 1973 and 1984 aad that inequality increased.
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. Table A-1

The Level and Distritution of Incone, ALl Peilies with Children,
1973 and 1984 -

1. Share of Agzregate Income
Received ty Esch Quintile

Pamily income of families .
1973 578 1284 100 N0 3.2 300.0
1984 4.6 117 1250 B.00 42.13 0.0

Ratio: 1984/1573 share 072 087 097 108 1.0 '1.00
Per cepita family income

of families
1973 $.8% 12735 18.21- B0 ¥.58 100.0
T 1984 433 120 1737 %52 42.58 300.0

Ratio: 1984/1973 share 074 0.8 0.9 1.03 1.08 1.00

Per capita family income

of children
1973 . 538 12.01 17.86 .. 24.23 40.53 100.0
1984 396 1048 17.03 .24.48 44.04 100.0

Ratio: 1984/1973 share 0.74 0.87 0.95 1.01 1.09 1.00

lhnhunofﬁgdh (lS“dolhni
1 Maan of all

I1. Mean Income Fnilies

1973 9308 20,678 28,988 38,796 63,258 32,206
1984 6142 16,4891 25,83 36,967 62,198 2,572
Percentage change -340 -20.2 -10.9 -4.7 -1.7 4.3
Per capita fanily income
of fmilies
19/3 288 4906 na 9308 15,401 7822
1984 1689 4369 6777 9566 16,612 7803
Percentrge charge | 262 -124 48 28 4.9 «0.24
Pexr capita family income
of children '
1973 . ; 1825 4075 6060 8221 13,72 6786
1984 [ 136 388 se31  &m 15,000 6848
Pmm m "25.7 "12.0 ‘3.8 +2.° ﬂ.7 ‘0091
) . E
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Table A-2

Distribution of Children, by Family*Income Quintile,
1973 and 1984 .

Panily Income Quintile.
3 4 5

1 2 Total
Percentage of
All Children
1973 20.6 19.7 19.8 20.0 19.9 100.0
1984 21.2 20.2 20.1 19.6 18.8 100.0
Number of Children
(millions) ’
1973 14.08 13.45 13.37 13.71 13.61 68.4
1984 13.33 12,72 12.64 12.34 - 11.79 62.8
Percentage Change -5.3 =5.4 -6.9 -10.0 -13.4 -8.2
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